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Exhibit 5 
 
Text of the proposed rule change (Additions are underlined; deletions are in [brackets].) 
 

Rule 804. Market Maker Quotations 

(a) through (d) no change. 

 Continuous Quotes.  A market maker must enter continuous quotations (e)
for the options classes to which it is appointed pursuant to the following:     

(1) Primary Market Makers.  Primary Market Makers must enter 
continuous quotations and enter into any resulting transactions in all of the series 
listed on the Exchange of the options classes to which it is appointed on a daily 
basis. 

(2) Competitive Market Makers.  (i) On any given day, a 
Competitive Market Maker is not required to enter quotations in the options 
classes to which it is appointed.      

(ii) A Competitive Market Maker may initiate quoting in 
options classes to which it is appointed intraday[, up to the number of 
appointed options classes for which they participated in the opening 
rotation on that day]. 

 (iii) Whenever a Competitive Market Maker enters a quote 
in an options class to which it is appointed, it must maintain continuous 
quotations [for that series and at least 60% of the series of the options 
class listed on the Exchange until the close of trading that day] in that 
class for 60% of the time the class is open for trading on the Exchange; 
provided, however, that a Competitive Market Maker shall be required to 
maintain continuous quotations [for that series and at least 90% of the 
series of] for 90% of the time the class is open for trading on the Exchange 
in any options class in which it receives Preferenced Orders (see 
Supplementary Material .03 to Rule 713 regarding Preferenced Orders). 

(iv) no change. 

 through (h) no change.  (f)

 
Supplementary Material To Rule 804 

 .01  Continuous Quotations.  A Primary Market Maker shall be deemed to have 
provided continuous quotes pursuant to paragraph (e)(1) of Rule 804 if it provides two-
sided quotes for 90% of the time that an options class is open for trading on the 
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Exchange.  Compliance with this Primary Market Marker quoting requirement and the 
Competitive Market Maker quoting requirements contained in (e)(2)(iii) above will be 
applied to all option classes quoted collectively on a daily basis.  Overall compliance 
with market maker quoting obligations will be determined on a monthly basis.  However, 
the ability of the Exchange to determine compliance on a monthly basis does not: (1) 
relieve market makers from their obligation to meet daily quoting requirements in Rule 
804; and (2) prohibit the Exchange from bringing disciplinary action against a market 
maker for failure to meet its daily quoting requirements set forth in Rule 804.  If a 
technical failure or limitation of a system of the Exchange prevents a market maker from 
maintaining, or prevents a market maker from communicating to the Exchange, timely 
and accurate quotes, the market maker shall promptly notify the Exchange and the 
duration of such failure shall not be considered in determining whether the market maker 
has satisfied the quoting requirements.  The Exchange may consider other exceptions to 
this continuous electronic quote obligation based on demonstrated legal or regulatory 
requirements or other mitigating circumstances.  
 
 .02  The obligation contained in paragraph (e)(2)(iii) of Rule 804 does not include 
adjusted option series, nor series with a time to expiration of nine (9) months or greater 
for options on equities and exchange-traded funds or with a time to expiration of twelve 
(12) months or greater for index options.  Competitive Market Makers may choose to 
quote such series in addition to regular series in the options class, but such quotations will 
not be considered when determining whether a Competitive Market Maker has met the 
obligation contained in paragraph (e)(2)(iii).  A CMM that chooses to quote adjusted 
series and/or long-term options must meet all of the quoting obligations applicable to 
CMMs generally, and may be preferenced in such series and receive enhanced allocations 
pursuant to ISE Rule 713, Supplementary Material .03, only if it complies with the 
heightened 90% quoting requirement contained in Rule 804(e)(2)(iii).  For purposes of 
Rule 804, an adjusted options series is an options series wherein, as a result of a corporate 
action by the issuer of the underlying security, one option contract in the series represents 
the delivery of other than 100 shares of underlying stock or exchange-traded fund shares.   
 
 

 

 


